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10 JuL 1986

Dear Applicant:
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This refars to your applicatfon for‘recoéaition of exemp:ionrfrbm
faderal income tax under section 501(c)(3) of the Internal Revenue Code.

The information furnished shows that you were incorporated én
» and that you applied for recognitfon of exemption on

» vhich 1s more than 15 months from the date of your incorporation.

A YOur By~laws provide that you .ce a membership organization and provide for

membership categories. However, the information furnished shows that you
presently do not have members. ; S L

Your Articles of Incorporation state that your primary purpose "1s"
to transact the business of conducting all types of contests ralating to
mining, timbering and other industry and to conduct all othexr business
not forbidden by law.” Further, your creatir document does not contain
a proper limitation clause, or a proper dissclution provision. However,
you have submf{tted proposed amendments to youg Axticles that will cure
these defects.

You state that you sponso 4 two~day mining contests fn both
B »d . GEntrants pay S per event ( for the 4 events). You
award monetary prizes for those finishing in lst, 2nd, or 3rd place in
each event. You also award a prize to those entrants who finish lst,.
2nd, and 3rd overall. The contests are open to the general public.

The financial information furnished shows that you received in excess
of § in , and in excess of § in o« In you expended
in. excess of § for contest expenses in prize money) and in
you expended in excess of $- for contest expenses (§ in
prize money).

You claim that you are operating for educational purposes because ,
the contest events instruct the public about mining. The contest gvents
appear to be primarily spectator events such as golf tournaments, tennis
matches, and horse shows vhers the main attraction i{s individual participants
competing for prizes and trophles. There is no Iinformation to reflect
that the public receives any instruction about the various tasks performed
by miners and how the contest events relate to the actual jobs of miners.
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Section 1.501(ec)(3)~1(a)(1) of the Income Tax Regulations provides
that 4in order to be exempt as an organizetion desckibed in section
501(c)(3) of the Code, an organiz.tion must be both organized and operated
exclusively for one or more of the purposes spetcified in such section.

If an organizatifon falls to meet either the organizational test or the
operational test, it is not exempt.

Section 508(a)(2) of the Code provides chat an organization organized
after October 9, 1969, shall not be treated as an organization described in-:
section 501(c)(3) for any period before giving riotice that 1t 4s applying
for recognition of exempt status, 1if such notice 18 gilven after the time
prescribed by regulation. >

Section 1.501(e)(3)~1(b)(1)(L) of theArégulationa provides that, in
genaral, an organiration {s organized exclusively for one or more exempt
purposes only 1f its arti{cles of organization limit-the purposes of such
organization to one or more exempt purposes, and.do not expressly empower
the organization to engage, otherwise than as an insubstantial part of
its activities, in activities which 1n chamselvea are wot in furthetance -
of one or more exempt purposes. ‘
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‘Seection 1, 501(c)(3)-1(b)(1)(1v) of the reaulatlons providea thnt 44
no case shall an organization'be. conaiderod o be organized exclusively
for one or more exempt purposes, if, by tha terms .0f its articleg, the.
purposes for which such orsanization is craaced are broader than the
purposes specified in section 501(c)(3) of the codc. .The fact that the
actual operations of such an oxganization have been exclusively in
furtherance of one or more exempt purposes shall not be sufficfent to
permit the organization to meet the organizational test. Similarly, such
an organization will not meet the organizational: tent as a result of
statements or othet evidence that the members thereof intend to operate
only in furtherance of one or more exempt purposas.

Section 1.501(c)(3)-1(b)(6)‘of‘the regulations provides that an-
organization 18 not organized exclusively for one or more exempt purposads
unless {ts assets are dedicated to an exempt purpose. An organization's
assets will be considared dedicated to an exempt purpcse, for example,
1£f, upon dissolution, such dssets would, by reason of a provision.in the
organization's articles or by operation of law, be distributed for one or
more exempt purposes, or to.the federal government, or to a statg or
local govenment, for a public purpose, or would be distributed by a court
to another organization to be used in such manner as in the judgment. of
the court will best accomplish the general purposes for which the dissolved
organization was organized. However, an organization does not . meet the
organizatfonal test if its articles or the law of the state in which it
was created provide that its assets would, upon dissolutlon, be distributed
to i1ts members or shareholders.
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Sectfon 1.501(c)(3)~1(e)(1l) of the regulations provideo that an
orgenization will be regarded as operated exclusively® for one ox more
exempt purpéses only if 1t engaged primarily in activitles which accomplish
one or more of such exempt purposes specified 4n section 501(c)(3) of the .

" Coda. An organization will not be so regarded {f more than an fneubstantisl

part of {ts activities 1s not in furtherance of an axampt purposa.

Section 1.508<1(a){(2)(L) of the Income Tax Resulatione provides that
an oxganization seeking exemption urder section 501(e)(3) of the Coda must
file the notice described in section 508(a) within 15 months from tha end
of tha month in which the organisation was organized. Such notice is -
f1led by submitting a properly completed and executed Form 1073, Application
for Recognition of Exemption, with the kly Diltriet Diractor.

Section 1.508-1 (a)(3)(1) of the regulations provides in part for the
following exception to the filing requirements of section -508(a)s

(a) any organization which is not a private fbhndhtion essand the
gross rvecelpts of which in each taxable year are normally not
moxre than $5,000 ...;

Your Articles of Incorporation empover you to engage in activities
that do not come within the ambit of gectlon 501(c)(3) of the Code.
Further, your Articles do not provide for distxibution to a 501(c)(3) oré
ganization on dissolution. Accoxdingly, your creating document as- cu:rcntly
worded does not maet thae organizational teat undex’ section 501(c)(3).

Furtherwore, and more important, tha information furniched chowu
that your exclusive activity has been the anoual promotfon and conduct of
a mining contest. The promotion and conduct of such a contegt 1s nok In.:
and of itself 4in furtherance of an educational or charitable puxpose.

An activity is considered educational where it educates and inatructs
on subjects useful to the individual and beneficial to the community. - It
appears that whatever educational value there 1s to the mining contest, is
{ncidental to At: function as & spectator avcnt. Thus, the promotion and
sponsoring of the mining contest- {s not-an educational activity within;thc
meaning of section 501(c)(3) of ‘the Code, ,

Mbreover, the financial 1n£ormation furnished doos not reflent that
any funds axe used for charitable endeavors. The information shows that
more than one~half of your funds go for prize money, that approximately
S te vsed for related socfal events, and the balance for overhead
expenses. Thus, it appears that sone of your funds are used for chaxitable
works. Accordingly, you are not operated for charitable purposes within
the meaning of section 501(c)(3) of the Code.
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Thereforq. based on the 1n£ormation submiﬁted. ir appears that thc
basic thrust 6f your operations 1s to promota and conduct ‘a mining contdqt
as a nporting event with no funds belng dnvottd £0 ebaritablo ondeaVOru.
Even 1f you amendad your Axticlea of Incorporation ind otherwisc \
eskablished that you were operating exclusively for ona ox more’ 501(c)(3) -
purposes, you would not qualify for retroactive recosnition .0f exemption =
undér sectlon 501(c)(3) of the Coda,. hccaucc you did not £4le your .- . ¢
exemption application within 15 ‘months’ fxrom the’ data of your creation- (a: gt
.required by section 508(a)(2). of the.Code) and you dc got meat .any of the =t
exceptions get out 1n uaction 1.50831(a)(3)(¢) of thn rcsulationa. ' T

. We note that the 1nformaﬁion uubmitted on’ June 4 containea a parjury
statement signed by a Mr. Keane, an attorney. If. you want Mr. Keana £6
represent you in this matter before the Service we will need a Power of
Attorney Form 2848 from you so authorizing. We: nre 1nc1udins a copy. of
this letter and two copiea of Form 2848 for your convenlenca.

You have the right to protest thia ruling’ 1£ you bclieve it 1a. dnr"
correct. To protest, you should submit .& etatnment of your views, with a
full explanation of your reasoning. This statement, signed by one of your’
officets, must be submitted in duplicate within 30. days from the date of
this letter. You aleo have a right %0 & conference in this office aftér
" your statement {8 submitted. You must. request the conferenca, if you ‘want
one, when you file youxr protest statement, ' If you are o bda- rcpreeenucd
by someone who is not one of your officers, that person will need .to file

- & proper power of attorney and otherwisa qualify undar our. Conforence and
Practices Requirements. .

1f you do not protest this prOpoced rulinz 1n a timely manner, Lt
.will be considered by the Internal Revenue Service as a fallure to exhaust
available aduinistrative remedies. Section 7428(b)(3) of the Code prdvides,
in part, that a declaratory judgmen: or ‘decreq: undat thio uuction shall not ;
‘be 1ssued in any proceeding unless the Tax: CQuré, tha 01a1ms Court, or the
‘District Court of the United States for the Dintrict ‘of Columbla détérsines
that the organiration involved has exhausted adniniaurative remedies nvail-
‘able to it within the Internal nevenug Saxrvice. ’ N

If we do not hear from you within 30 days, this ruling will become
fi1nal and coples will be forwarded to your key Distrilct Director in
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Form 1937-A (Rev. 6-80) (Carbon Attached Version of Form 1937)
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tax status should be addressed to that office.

officlals will be notified of this action in aceordance with COde

7r U.8. GOVERNMENT PRINTING OFFICE: 1985 — 483-808 E.I. 30;‘4“137 o
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Seattle, Washington. Thereafter, any questions about your federal income

The appropriate State

6106(c). .
' Sincerelj yours,
“e
| ,  Chtef, Exempt Organizations
| -, Bulings Branch u
. , i
Enclosuras E
Copy of Letter
L Form 2848 (2)
~ees

Attn: EO Group

. _State Officlals

correction made by 6-24~86
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